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Executive Summary 
• In 2005, West Virginia posted its fastest year-to-year job growth since 2000, with employment rising 
by 1.3 percent (which translates into 9,700 additional jobs). The nation added jobs at a faster rate last 
year, recording a 1.5 percent growth rate. 
• Natural resources and mining (which includes coal mining and oil and gas) and construction combined 
to add 4,300 jobs last year. Manufacturing continued to lose jobs, although at a slower pace than in 
2004, with non-durable manufacturing losing 800 jobs (primarily chemicals) and durable 
manufacturing losing 400 jobs. Within durable manufacturing, primary metals saw the largest declines 
last year, with layoffs at Mittal Steel. However, wood products, fabricated metals, and transportation 
equipment added jobs within the durable manufacturing sector last year. 
• Trade, transportation, and utilities; health care; and leisure and hospitality combined to add 6,000 jobs 
to the state economy in 2005. Professional and business services added 400 jobs last year, as this 
business-cycle-sensitive industry responded to steady national growth. However, those 400 jobs 
translate into an annual growth rate of just 0.7 percent, far below the 1990s average growth rate of 5.5 
percent. 
• West Virginia’s unemployment rate fell in 2005 to just 5.0 percent, which is the lowest unemployment 
rate recorded in the 29-year history of this series. The national unemployment rate also fell last year, 
hitting 5.1 percent. 
• West Virginia’s per capita personal income rose by 2.1 percent in 2005, after adjustment for inflation, 
outpacing national growth of 1.2 percent. West Virginia’s inflation-adjusted gross state product rose by 
3.2 percent in 2005, falling just short of the national growth rate of 3.5 percent. 
• The state added 4,300 residents last year, reflecting positive net migration to the state. West Virginia 
continued to post more deaths than births in 2005, the only state in the nation to do so.  
• Global Insight expects the national economy to continue growing through 2016, even though interest 
rates are expected to rise from current levels, oil prices remain high, housing activity decelerates, and 
federal fiscal stimulus wanes. The U.S. outlook is summarized in Table 1 below. 
• Sustained U.S. growth during the next decade sets the stage for continued, but relatively slow, growth 
in the West Virginia economy. The state forecast is summarized in Tables 2 and 3 below. 
• State job growth averages 0.7 percent per year during the next decade (which translates into 5,200 jobs 
per year, close to the national rate of 0.9 percent per year. Goods-producing jobs stabilize during the 
forecast, while service-providing jobs drive job gains. The unemployment rate remains in the 4.5 
percent range during the forecast. 
• West Virginia real per capita personal income growth continues, but falls below the national rate, 
which implies little or no progress for the state in further closing the income gap with the U.S. 
According to data for 2005, the per capita personal income gap stands at 21.3 percent. 
• West Virginia’s population rises slowly during the forecast, driven by small positive net migration 
combined with continued negative natural increase. The share of the state’s residents age 65-and-older 
rises from 15.3 percent in 2005 to 17.1 percent by 2016, reflecting an additional 36,000 residents in the 
65-and-older age group. 
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Highlights of the Long-Term Forecast 
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• Both the state and nation began adding jobs 
again in mid-2003, as the jobs recession finally 
drew to a close. 
• Since the second quarter of 2003, West Virginia 
has added 23,900 jobs and is once again hitting 
new highs in employment. 
• West Virginia job growth has averaged 1.2 
percent at an annual rate since mid-2003, well 
below 1990s growth, which averaged 1.6 
percent per year. 
• West Virginia’s job growth since mid-2003 has 
also fallen below the national rate of 1.4 percent 
at an annual rate. 
• In 2005, West Virginia posted its fastest year-to-
year job growth since 2000. 
• West Virginia added 9,700 jobs in 2005, 
compared to 2004, which translates into a 1.3 
percent increase. 
• The nation added jobs at a faster rate last year, 
recording a 1.5 percent growth rate in 2005. 
• Natural resources and mining (which includes 
coal mining and oil and gas) and construction 
combined to add 4,300 jobs last year. 
• Trade, transportation, and utilities; health care; 
and leisure and hospitality combined to add 
6,000 jobs to the state economy. 
 
• Coal production in West Virginia has risen from 
139.7 million tons in 2003 to 153.6 million tons 
in 2005, an increase of 9.9 percent during the 
period. 
• During the same period, state coal mining jobs 
have risen from 14,700 in 2003 to 17,300 in 
2005. 
• During the 2003-2005 period, coal production in 
the southern coal fields rose by 6.1 million tons 
(5.8 percent increase), while coal production in 
the northern coal fields rose by 7.7 million tons 
(22.0 percent increase). 
• Spot coal prices for selected grades of Northern 
and Southern Appalachian coal remain nearly 
double their 2003 levels. 
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• State job growth averages 0.7 percent per year 
during the next decade (which translates into 
5,200 jobs per year, close to the national rate of 
0.9 percent per year.  
• Goods-producing jobs rise a little during the 
forecast, while service-providing jobs drive job 
gains. 
• Mining jobs remain around 17,000-18,000 
during the forecast, as increased power plant 
emission restrictions reduce demand for coals 
produced in the southern part of the state. 
• Construction job gains slow as rising interest 
rates slow construction activity. 
• Manufacturing job losses slow, with continued 
layoffs concentrated in chemicals and steel. 
Wood products, transportation equipment, and 
plastics generate job gains during the forecast. 
• Health care; leisure and hospitality; and 
professional and business services generate most 
of the job gains in the state during the forecast. 
• Sustained state job gains set the stage for 
continued real per capita personal income 
growth, which averages 2.4 percent per year. 
• The percentage income gap between the state 
and the nation is forecast to stabilize in the 
vicinity of 22 percent. 
• With slow job gains and steady income growth, 
the forecast calls for the state’s population to 
rise a little during the next decade. 
• The state is forecast to continue losing residents 
in the younger age groups (birth-17 and 18-44 
age groups) and to gain residents in the older 
age groups (45-64 and 65+ age groups). 
• The transition of the baby-boom generation into 
the 65-and-older age group is now visible in the 
forecast. 
• The state is forecast to add 36,000 residents in 
the 65-and-older age group during the next 
decade, particularly after 2011. 
• By 2016, the forecast calls for 17.1 percent of 
the state’s residents to be in the 65-and-older 
age group. 
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National Outlook 
• Table 1 summarizes the U.S. long-term forecast from Global Insight. The forecast suggests that 
real GDP growth will reach 3.4 percent in 2006. Real GDP growth is expected to fluctuate 
between 2.6 and 3.3 percent from 2007 to 2016. 
• Global Insight anticipates the Federal Reserve will be more concerned about accelerating inflation 
than an economic downturn. Thus the Fed drives the federal funds rate from 5.0 percent currently 
to 5.5 percent by August 2006. The forecast calls for the federal funds rate to decrease to 5.0 
percent in 2010 and remain constant until 2016. The increase in the federal funds rate, which is an 
overnight interest rate, will contribute to rising long-term rates during the forecast. The 30-year 
fixed mortgage rate expected to reach 6.65 percent during 2006 and steadily increase until peaking 
in 2010 at 7.21 percent at which point it remains constant until 2016. 
• The U.S. dollar foreign exchange rate is expected to decline at an annual average rate of 1.2 
percent per year between 2006 and 2016. As the value of the U.S. dollar declines against its major 
trading partners, foreign-produced goods and services become more expensive in the U.S. and 
U.S. produced goods and services become less expensive abroad. 
• Oil prices reached $70/barrel during 2006 (West Texas Intermediate) and the forecast calls for oil 
prices to drop to $58/barrel by 2016. 
• According to Global Insight even with the additional federal spending on hurricane Katrina and 
the introduction of the new drug program to Medicare, the federal budget deficit for 2006 is 
expected to decrease to -301 billion from -318 billion in 2005.  
• Residential construction activity is expected to slow during the forecast, as rising mortgage 
interest rates slow demand. Median new house price appreciation drops from 7.5 percent in 2005 
to the 2.3-4.2 percent range during the forecast. 
• Industrial Production is forecasted to increase in the 2005 to 2006 period from 3.2 to 4.3 percent, 
respectively. Thereafter, Industrial production is expected to decrease until 2009 at 2.3 percent, 
rebounding to 3.6 percent in 2016. 
 
 
 
Actual
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Real Gross Domestic Product 3.5 3.4 2.6 3.2 3.3 3.0 2.8 2.7 2.7 2.9 3.0 3.1
Industrial Production 3.2 4.3 2.5 2.3 2.3 2.4 2.9 2.9 3.0 3.3 3.5 3.6
Nonfarm Employment 1.5 1.5 1.3 1.4 1.3 0.9 0.7 0.5 0.5 0.6 0.7 0.8
Nominal Personal Income 5.4 5.8 5.8 5.9 5.9 5.4 5.2 5.0 5.0 5.0 5.2 5.2
Personal Consumption Deflator 2.8 2.7 1.8 1.8 1.6 1.9 2.0 2.1 2.0 1.9 1.9 1.9
Real Export Growth (GDP Basis) 6.9 8.4 8.8 9.1 9.0 7.7 7.6 7.8 7.7 7.6 7.5 7.6
Real Import Growth (GDP Basis) 6.3 6.7 4.3 4.6 5.7 5.5 5.2 4.5 4.4 4.6 4.9 5.1
Unemployment Rate 5.1 4.7 4.9 4.8 4.6 4.6 4.7 4.8 5.0 5.0 5.0 4.9
Federal Funds Rate 3.21 5.06 5.18 4.75 4.94 5.00 5.00 5.00 5.00 5.00 5.00 5.00
30-Year Fixed Mortgage Rate 5.86 6.65 6.91 6.96 7.16 7.21 7.21 7.21 7.21 7.21 7.21 7.21
Federal Budget Surplus -318 -301 -292 -347 -313 -285 -263 -226 -247 -276 -311 -333
    (Unified Basis)
Median New House Price, % Change 7.5 2.3 2.5 3.2 3.5 3.9 4.2 4.2 4.1 4.1 3.9 3.9
Trd.Wtd. Value of U.S. $ 0.825 0.803 0.750 0.720 0.737 0.745 0.742 0.735 0.729 0.724 0.718 0.712
    vs Major Trading Partners (2000=1.000)
Oil - West Texas Intermediate 56.56 67.72 65.50 61.83 55.88 56.03 56.21 56.41 56.61 56.77 57.00 58.54
($ per barrel)
Percent
Billions of Dollars (FY)
Key Prices
Table 1
U.S. Long-Term Forecast
Global Insight June 2006
Annual Percent Change
Years
Forecast                 
 
 
 
  WVU Bureau of Business and Economic Research  5 
 
Risks to the Outlook 
• One risk to the state forecast is the risk of significantly slower national growth. This might arise 
from accelerating inflationary pressures, driven by high energy prices, a falling dollar, loose fiscal 
policy, and accommodative monetary policy during the last few years. These forces could 
combine to force the Federal Reserve to tighten monetary policy (raise interest rates) more than 
expected under the baseline scenario.  
• Higher interest rates could cut housing activity more than expected under baseline assumptions, as 
well as depressing business spending on plant and equipment. Spending on consumer durables 
would also likely suffer under this scenario. 
• Slower national growth would contribute to slower state growth, as out-of-state demand for our 
goods and services diminishes. 
• In addition, significantly higher interest rates would slow growth in residential and non-residential 
construction activity in the state, just they would nationally. This is particularly of concern to the 
metropolitan areas in eastern West Virginia, where house price appreciation was almost double the 
national average last year, according to data from the Office of Federal Housing Enterprise 
Oversight (OFHEO). 
• According to the OFHEO, single-family house prices rose by 13.3 percent from 2004 to 2005 
nationally. House price appreciation in West Virginia (at 10.7 percent) was below the national 
average, but house price increases were much above average in the Winchester (+24.8 percent), 
Washington (+24.5 percent), and Hagerstown-Martinsburg (+23.0 percent) metropolitan areas. 
• The energy sector is and will remain an important part of the state economy. Coal production is 
forecast to rise to 164 million tons by 2010 and then to drop back to the 155 million ton range by 
2016. This pattern emerges due to increasingly stringent emission restrictions on electric power 
producers. These restrictions increase the competitive position of the higher-sulfur coals produced 
in the northern part of the state, at the expense of coals produced in the southern coal fields.  
• The baseline coal forecast (both for employment and production) assumes that the industry can 
attract the skilled workforce required to mine coal competitively. The aging of the state (and 
national) workforce will likely make this an increasingly important concern for coal producers 
during the next decade. 
• The chemicals and steel sectors remain subject to intense international competitive pressures, 
coupled with strong increases in input prices. Large plant closures and layoffs remain a risk in 
these sectors. 
• Gaming activity (video lottery at race tracks and smaller establishments) has contributed to strong 
job gains in the leisure and hospitality sector of the state economy. Interstate competition is likely 
to heat up further during the next decade (increased competition from Pennsylvania is likely later 
this year) and could significantly reduce gaming-related job growth in the state. 
• Avian flu remains a concern for West Virginia’s poultry and poultry producers, although no cases 
have been reported in the U.S to date. An outbreak in the U.S. would adversely affect the state’s 
poultry producers, which are concentrated in the Potomac Highlands region. 
• The forecast calls for the state to begin experiencing strong growth in the 65-and-older population, 
as the baby-boom demographic transition gains momentum. This will pose challenges for state 
employers, as they work to locate, attract, and retain skilled employees. The baseline outlook 
assumes that the state attracts migrants and modestly improves labor force participation rates 
during the next decade. If these assumptions are not met, labor shortages will drive up costs and 
slow job growth, compared to baseline assumptions. 
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